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Abstract 
Public distribution system in India, a government created system intended to ensure food security and 
supply of other essentials to the rural poor has failed to protect the interests of the poor. The failure has 
been primarily due to corruption in the system. This paper focuses on the magnitude of such corruption at 
micro level, its implications and suggestions for revamping. The role of Consumer Clubs which have 
been established in the rural schools to strengthen PDS and to provide food security was examined in this 
context.  
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1. Introduction 
    
  Consumers belonging to weaker section are susceptible to exploitation in various ways particularly with 
regard to quantity, quality and price of the products and their delivery terms. Review of literature (Singh, 
M. 2009; Krishna, G. 2010; Srinivasan, R. 2010; Roy, 2011; Roy and Narayan, 2011, Khera Reetika, 
2011; Planning Commission, 2012) suggests that low literacy and low awareness of the product features 
are believed to be main factors causing their exploitation. The exploitation increases further when the 
product enjoys subsidy from the government and administered through persons, who are chosen primarily 
on the basis of their political affiliations. Corruption, artificial scarcity, favouritism, and black marketing 
in such systems lead to further exploitation of the poor consumers. 
   In India such exploitation is clearly visible in the public distribution system (PDS), which is a 
government created system intended to ensure food security and provision of essentials to rural poor 
through fair price shops . The system provides the products at subsidized prices and protects the 
consumers against price rise and black marketing.  Essential commodities like rice, wheat, sugar and 
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kerosene are offered at subsidized prices to ration cards holders who are eligible poor families. The 
record of eligibility and transactions is maintained manually both in the ration cards and the register 
maintained in the fair price shops. Justice Wadhwa Committee report (Justice Wadhwa Committee, 2007) 
reveals that in the present PDS,   the record keeping is not foolproof and is prone to human errors and 
tampering.  There is lot of pilferage at every level of supply chain starting from Food Corporation of 
India (FCI) store to States and then to regional fair price shop .  Foolproof monitoring mechanism does 
not exist in the system.  Other deficiencies of this system are multiple ration cards being issued under a 
single name, PDS food grains finding way to open market and the required quota not reaching the 
eligible/needy person, no biometric identification for the users, no central monitoring system to track the 
carriage trucks and the delivery, and no RFID (Radio Frequency Identification Device) in the delivery 
system. Experience suggests that the agencies or the dealers who play key roles in the distribution system 
are appointed on political basis and as such they more often indulge in black marketing and other corrupt 
practices causing harassment to the poor consumers. The realization that the system does not work as 
intended has led to its revamping (Mohapatra, D. 2010, Roy, 2011). To make the system work better 
since 2007, Consumer Clubs have been opened in rural schools to effectively educate the rural 
consumers. The linkage between PDS and consumer clubs is that school students are members of the club 
and they are provided midday meal for which rice is supplied from PDS; any disturbance in midday meal 
scheme is likely to cause food insecurity to their parents who are otherwise affected by the infected PDS. 
   The Consumer Clubs , a government of India scheme was implemented in the year 2006-07 through 
state governments was intended to educate children about the rights of the consumers to mobilize 
youngsters by instilling in them the spirit of protection of consumer rights, to impart knowledge about the 
role of the consumers in protection of their rights and to strengthen the consumer movement in the 
country. The Department of Food and Public Distribution under Ministry of Consumer Affair, regulates 
the scheme. A Consumer Club expected to be set up in a middle/high/higher secondary school affiliated 
to a Government recognized Board was to consist of a minimum of 50 members, who were interested in 
the welfare and protection of consumers and willing to devote time on a regular basis for this work. There 
was to be only one Consumer Club in a school. There was no upper limit on the number of members that 
a club could have. Each Consumer Club was to be under the charge of a full time teacher in the concerned 
school. 
   A group of not less than 20 and not more than 50 Consumer Clubs in one or more geographically 
contiguous districts was serviced by a NGO/professional body/ established educational institution, termed 
as coordinating agency. As regards, funding of the club, the Department of Consumer Affairs provided 
financial support of Rs.10, 000 per annum per Consumer Club to the Coordinating Agency from the 
Consumer Welfare Fund. A maximum of 20 per cent of this amount was to be retained by the 
Coordinating Agency for meeting its expenses. The balance amount was passed on to each Consumer 
Club. The Coordinating Agency was to regularly monitor the expenditure incurred by each Club. 
   By May 2011, 4661 consumer clubs reported to have been set up in schools in 14 states in India 
(www.planningcommission.gov.in/aboutus/committee/wrkgrp12/pp/wg_cp2.pdf) out of which 500 clubs 
were in the state of Odisha, a state on the eastern part of India, Several clubs in rural primary and upper 
primary schools were also reported to have worked as watchdog to ensure proper working of midday 
meal scheme in their respective schools and also impacted on proper regulation of PDS in their locality. 
At the same time, there are several deficiencies which have affected the functioning of these clubs. 
Except a review report by the expert committee of Indian Institute of Public Administration (2011) 
sponsored by the government to reorganize these clubs no other independent research study is available 
for reference. The review report does not provide the grass root problems of both PDS and consumer 
clubs. Such developments have led to the present study. 
   Against this backdrop, the paper aims to (i) examine the magnitude of corrupt practices in PDS in a 
backward state in India; and (ii) to study how best the present Consumer Club model can be redesigned 
to play a role in educating the poor rural consumers so that the magnitude of exploitation can be 
minimized, and better food security is ensured. These objectives are pursued through a micro level study 
in one of the Developmental Blocks in Odisha state.  
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2. Method   
  The research involves the study of 45 PDS dealers and 20 consumer clubs in Athmallik Block of Angul 
District of Odisha state over a period of eight months. Out of 45 PDS dealers, 22 were closely observed 
during April-October, 2011 because within the area of these PDS dealers, only these 20 consumer clubs 
existed. The objective was to know how they managed the system while maintaining financial viability. 
For the study, the help of 14 college/high school students and 22 PDS clients were taken. There were 
interviews with all the dealers, 82 PDS clients that included 65 clients with below poverty line cards and 
70 student members of 20 consumer Clubs . The corresponding author had also been personally present 
to observe distribution at 7 dealer point. Information on details of working of PDS system in the study 
area was also solicited from civil supply department of the government under Right to Information Act 
2005. 
   About activities of Consumer Clubs , semi-structured questionnaires were used to elicit information 
from respective teacher in-charge of the club. Interactions with the headmaster and teacher in-charge of 
the concerned club were held to gain insight into the issues they have faced. Besides, local officials of the 
coordinating agency, Voluntary Institute for Rural Development (VIRD) were questioned on the 
allegations made by the club officials against them. Besides activities of members of eleven self-help 
groups (SHGs) who were assigned the task of midday meals cooking in the schools were also monitored 
during these six months. 
   The authors were also participants in functionalizing the Consumer Clubs with the help of a local 
NGO. The corresponding author visited the schools where the Consumer Clubs were registered, discussed 
their problems, and then identified one High School which was comparatively better in regulating the 
club activities. Finally an NGO agreed to fund the planned activities to vibrate the clubs. The important 
initiatives were celebration of National Consumers Day on December 24 and World Consumer Rights 
Day on March 15. The results of the experiment are used to draw inference and conclusion. The review of 
the report of the Indian Institute of Public Administration (2011) for reorganizing the Consumer Clubs 
provided additional inputs.  . 
   The collected data were compiled in tables and used to draw inferences. Though no significance test 
was conducted, the intensive interviews provided deep insights and reinforcements to conclusions.  
3. Results  
   1. The study found that there were 183 dealer points (fair price shops) comprising 56 women self help 
groups and 103 private individuals in 24 Gram Panchayats covering 21,420 below poverty line card 
holders in the Block under study. The average monthly supply of essential commodities to these 
cardholders was 4549 quintals of rice and wheat and 78000 litres of kerosene oil. Besides, 15650 litres of 
kerosene oil was sold in the weekly village markets for both card and non-card holders.      
2. Selection of dealership was based on personal relationship with politically influential people. All the 
PDS dealers were family relations of local political leaders or politically affiliated to the ruling party at 
Panchayat/Block or other levels. Besides, the dealers spent money ranging from Rs. 50 to Rs. 20, 000 (1 
INR= US$ 0.0179711, as on 6th June) for bribing the officials for various purposes that ultimately 
benefited the political parties. In case of any consumer complaint made to the local government or 
administrative officials, the bribe amount tended to increase. The money used for bribing or making 
gratuitous payments was raised by the dealers from black marketing of two important commodities, sugar 
and kerosene. Amounts paid for various purposes by the dealers are shown in Table 1    
3. The aforesaid 20 consumer Clubs with 50 students per club formed in the Year 2006-07 by VIRD 
in nine high schools, seven upper primary schools and four primary schools. The defined functions and 
actual activities undertaken by the clubs are shown in Table 2.  It was found during field study that to 
start with, each club was given a grant of Rs. 4,000 by the Government in December 2006. A second 
grant of similar amount was released in January 2008. Since then there was no grant. Field investigation 
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suggested that the clubs formed in primary schools were located in remote villages and it was likely that 
the grants to these clubs were siphoned away by the coordinating agency in league with the single teacher 
posted in the school and the school President. The clubs were undertaking only program of rally in the 
locality on the National Consumer s Day and International Consumer s Rights Day till 2008. None of the 
clubs had activity kits. The absence of adequate financial support from the government led to lack of 
interest of the teacher/Headmaster concerned.  
Table: 1 Dealer s gratuitous payments and source of such earning 
Gratuitous payments Source of funds for gratuitous payments 
Particulars INR Source Item Consumer 
control  rate 
per kg (INR) 
Black 
selling 
price  per 
kg (INR) 
For getting new 
dealership 
1000-
20,000 
Sugar 13.50/15 27-30 
For getting yearly 
renewal  
1000-
20,000 
Kerosene 13-14 18-20 
Regular monthly payment  
to Supply Inspector/ Civil 
Supply Officer* 
100-300 Wheat 7-8 10 
Regular monthly payment  
to Local Police 
50-200 Empty 
Sack/Packet  
10 per 
piece 
Payment for High School/ 
College/Local functions 
500-5000 
Towards transport & food 
expenditure of people 
going for political rally  
2000-
10000 
Sale of Sugar, 
Kerosene, 
Wheat, 
Sack/Packet, 
Miscellaneous** 
(Shortage in 
weight) 
Situational 
(Minimum 5kg per packet of 50 kg of 
Rice/Sugar/Wheat and 10 ltr per barrel of 
220 Kerosene) 
N.B: * During the festive Durga Puja this amount goes up to Rs. 1000, ** Natural 
shortage lifting of stock from wholesale agent varies between 2-3 kg 
Source: Field data 
Table 2: Functions of Consumer Clubs
Defined Functions Performed Functions 
a)   To take part in all activities of the Consumer Club; 
(b) To disseminate information gained through Consumer Clubs 
among their fellow student as well as among the people living in 
their respective locality; 
(c)   To organize and actively participate in consumer protection 
programmes being organized in their schools as well as in their 
locality, mobilizing their fellow students and general public; 
(d)   To observe National Consumer Day (24 December) and 
World Consumer Rights Day (15th March) etc.  
Only National Consumer Day and 
World Consumer Rights Day were 
celebrated during 2007-08 
Source: Field data   
4. The third aspect investigated was the working of midday meal supply by women SHGs in eleven 
primary and upper primary schools. It was found that besides monthly incentive of Rs 1000 for cooking 
the meal fixed for the group, the group earned between Rs 1200 to Rs 2500 per month depending upon 
the daily attendance of students in the school by dishonestly managing the food preparation and supply to 
the students. A list of provisions under midday meal scheme to school children is provided in Table 3.    
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Table 3: Ration provision under Midday meal scheme 
Provisions Scope for corrupt Practices 
Rice: 150gm/100gm per upper primary/primary student  
Dal: 30gm/20gm per upper primary/primary student 
Vegetables, spices, salt: 0.90/39  paise per upper primary/ 
primary student 
Fire wood: 0.20/0.16 paise per upper primary/primary 
student 
Oil: 0.29 paise 
Egg: 2 pieces per week per student 
Monthly fixed  incentive for Cooking : Rs 1000 
Variable incentive of  0.03/0.02 Paise per upper 
primary/primary student per day 
Rice/Dal: Less quantity 
Vegetables/spices: Less spending 
Oil: minimum oil used 
*In the process of poor quality food 
preparation, unscrupulous additional 
monthly earning  ranges between Rs 
1200-2500* 
Source: Field data 
   5.  As a step towards activating the Consumer Clubs, meetings were organized in the school before 
December 2011. National Consumers Day on December 24 was celebrated in a low key manner with 
rallies and slogans in the nearby villages under the coordinating High School. There was poor response 
from the schools because teachers of High schools in the state were on strike during the period and half 
yearly examinations were being held in other primary and upper primary schools. As such proper 
coordination could not be possible. Based on the experience and keeping in view the International 
Consumer Rights Day March 15, debate and essay competitions were held among the students to create 
awareness about consumer rights and protection; the winners of these competitions were awarded prizes 
on this day. The concerned NGO provided about Rs. 15,000 for all these activities. The impact of this 
programme on awareness among the local people was visible subsequently when the parents of the 
students of a school took up directly with the government authority the issue of serious teething troubles 
in midday meal scheme leading to stoppage of midday meal to the students for about 15 days and the 
corrupt officials involved were punished without delay. 
   During the experiment, it was found that besides teaching, the teachers of the schools felt overburdened 
with multifarious activities like census work, management of natural disaster in local area, election duty, 
various surveys, and construction work in the school, if any assigned by the government from time to 
time. Eco Clubs floated by Ministry of Forestry and Environment also functioned in High Schools. 
Schools did not have adequate number of teachers. There were various categories of adhoc teachers with 
consolidated pay who did not show any interest for such additional work. These were common problems 
throughout the state. When adequate numbers of teachers were not posted in the schools and the teachers 
were burdened with other non- remunerative jobs without financial support from the government, 
teachers did not take any interest, and consumer club activities were adversely affected.   
   During interaction with the teachers, it was suggested that the scope of functioning of Consumer 
Clubs could be broad based with financial and other allied support from the government. Consumer 
Clubs inter alia can educate the rural consumers of the locality, monitor and create greater vigilance and 
act as whistle blower in informing the controlling authority about hoarding and black marketing. 
Workload of the in-charge teacher of the club needed to be regulated and he might be given some 
incentives to motivate him.   
5. Policy Implications  
   
  The study shows the pervasiveness of corruption in PDS at micro level and it has implications at macro 
level exhibiting some uncertainty about food security of the country. Though the study does not cover 
macro level conditions, there are other reported allegations and complaints of malpractices and corruption 
in other districts of Odisha and also in other states. The Justice Wadhwa Committee recommendations of 
2007 to revamp the PDS are being implemented in snail s pace. It is pertinent to mention that perceptions 
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about the country s governance system, be it PDS or others systems, is negative due to corrupt practices. 
This is also evident from corruption perception index (CPI)  that India has gradually slipped from 74th 
position among 180 countries in 2007 to 87th position among 178 nations in 2010 and further deepen to 
95th position among 183 countries surveyed in 2011 (www.transparency.org/).  Further, the study of the 
midday meal scheme in the schools is equally infected by corrupt practices that suggest why India s 
Global Hunger Index-2011 is so poor at 67th among 81 nations surveyed (http://www.ifpri.org). The 
findings suggest that national food security is at jeopardy. However, revamping the PDS to ensure food 
security has already begun from the last financial year 2011-12. 
   The new National Food Security law is in the pipeline. Under this law it is proposed to make PDS a 
flexible system under which fair price shops could sell any other food items like a neighbourhood grocery 
store to be financially viable. Further, it is proposed to provide every poor an option to choose between 
direct cash transfer and taking ration from fair price shops in the revamped Public Distribution System. In 
the mean time the government has signed an agreement with the United Nations World Food Program 
(WFP) to scale up computerization of the targeted public distribution system (TPDS) in the country. 
According to this agreement, the government has a plan to develop and implement additional TPDS pilot 
projects based on the WFP model in Rayagada district of Odisha. In fact the private wholesale dealer 
agency system has been withdrawn by the Odisha government; instead Panchayats have been authorized 
to lift ration commodities directly from government identified/authorized depots. In the meantime, the 
government has also announced for appointment on merit of an educated unemployed of the concerned 
Panchayat for smooth distribution and supervision of ration commodities.    
In view of this it appears that in the situation discussed above, corruption cannot be wiped out but the 
magnitude can be minimized. There is scope for improvement from the grass root or village level. The 
Consumer Clubs can play a vital role if these are energized with financial support from the government. 
The recent development regarding activating Consumer Club is that the Government of India has 
already accepted the report of the Expert Committee submitted by Indian Institute of Public 
Administration for reorganizing and revamping the Consumer Clubs . Now the report is being reviewed 
by the state governments for implementation. Government is planning to come out with Consumer 
Clubs scheme in a bigger way in the 12th Plan commencing in 2012. At this juncture it may be suggested 
that while revamping the Consumer Clubs emphasis should be laid on transparency in the 
establishment of these clubs and such clubs should be established only in high schools and upper primary 
schools. Incentive systems to motivate the teachers are required to be designed. The unique identity 
(UID) system being in implementation in the country should be linked to PDS and Consumer Clubs so 
that there will be transparency in identification of the beneficiaries and proper distribution of essential 
commodities. It is hoped that these process improvements would definitely create an effective system, 
which would ensure better food security and consumer protection.  
6. Conclusion  
  The micro level study finds that corruption in PDS in rural India is very high and the important reasons 
attributed to this are appointment of dealers on political lines, and no provision of margin to the dealers. 
Consumer clubs are found to suffer mainly from lack of financial support. These clubs can play a very 
important role in educating the rural consumers about the PDS and in ensuring their food security and 
welfare.  
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